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INITIAL COMMENTS OF SBC COMMUNICATIONS INC.

SBC Communications Inc. ("SBC") files these Initial

Comments in response to the Notice of Inquiry ("NOI") issued

May 24, 1995 by the Federal Communications Commission ("FCC" or

"Commission"). The Commission's NOI was prompted by the 1992

Cable Act, which requires the FCC to submit annually a report to

Congress on the status of competition in the market for the

delivery of multichannel video programming.

SBC has maintained a consistent but low-profile

interest in the development of competition in the video

marketplace. As the FCC is well aware, SBC welcomed the

opportunity for telephone company affiliates to enter the video

business, but we have vigorously opposed most of the restrictions

the Commission (and Congress) have attempted to place on it.

Through litigation telephone companies have now won the right to

participate in that business. 1 Therefore, the FCC's 1995 Report

IThe NOI at paragraphs 48 and 49 notes that a number of
courts have held section 613(b) of the Communications Act (47
U.S.C. § 533(b», which forbids telephone companies from
providing video services in their telephone service area,
unconstitutional as a violation of free speech. One decision not
cited by the Commission is the one affecting SBC's rights, SEC v.
United States, civil Action No. 3:94-CV-0193-D, decided on
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to Congress may hold special importance as Congress deliberates

on the structure of video competition.

I. UPDATE ON VIDEO DIALTONE

SBC has made no secret of its views of video dialtone

("VDT"). While the Company applauded the Commission's desire to

encourage competition with the incumbent wired cable systems, the

FCC's evolving rules are simply inadequate to support a realistic

business case for SBC. 2 It seems that other RBOCs have come to

the same conclusion. 3 Those companies which have entered into

VDT deployments have found the open enrollment process poses a

serious impediment to their offer of a viable video alternative

to the incumbent cable system. ':

March 27, 1995 (copy attached). On June 26, the United states
Supreme Court granted certiorari in one of the cited cases,
Chesapeake & Potomac Tel. Co. v. United states, 830 F. Supp. 909
(E.D. Va. 1993), aff'd, 42 F.3d 181 (4th Cir. 1994) (Section
533(b) held unconstitutional as applied to Bell Atlantic within
its service areas). The probability of telephone company entry,
therefore, is great and its impact should be considered in the
Commission's report to Congress. SBC has argued in response to
the Commission's Fourth Further Notice of Proposed Rulemaking in
CC Docket No. 87-266 that this result means that telephone
companies and their affiliates may choose either to be cable
companies, regulated under Title VI of the Communications Act, or
video information providers on their telephone company-provided
video dialtone networks.

2Neither SBC nor any of its subsidiaries has filed a
section 214 application for VDT service.

3Bell Atlantic and U S West have withdrawn all of their
pending Section 214 applications for VDT. Letter of
Edward D. Young, Bell Atlantic Network Services, Inc. to
William E. Caton, dated May 24, 1995, letter of Larry Sarjeant,
U S West to Kathleen Wallman, dated June 15, 1995.

4Four companies (U S west, BellSouth, SNET, and Sprint) have
initiated "open enrollment" for video information providers
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II. COMPETITIVE IMPLICATIONS OF SBC'S JOINT VENTURE WITH DISNEY
CORPORATION, AMERITECH AND BELLSOUTH.

As part of its analysis of VDT, the Commission seeks

comment on the "competitive implications" of the joint venture

formed by SBC, Ameritech, BellSouth and the Disney Corporation to

develop and package video programming and interactive services.~)

The venture's success depends upon the deployment of a broadband

infrastructure by the three Regional Bell Operating Company

partners. Ventures such as this one will create a wealth of new,

high quality video programming which in turn will generate more

vigorous competition for large, vertically-integrated cable

operators. Without additional delivery systems, however, these

additional choices will not create competition for incumbent

cable systems. Incentives for deployment of alterative broadband

facilities, therefore, is critical to development of meaningful

video competition. If the FCC, Congress and the courts do not

provide the right regulatory and legal environment for SBC to act

as a Title VI cable company, such ventures as the Disney

("VIPs")to indicate their interest in securing analog channel
capacity on their VDT networks. In each case, the incumbent
cable system and each of the other potential VIPs sought more
capacity than the VDT arrangement could provide. See U S West,
WPC-6868i BellSouth, WPC-6977i Sprint, WPC-6858i Caroline
Telephone, WPC-6999. In one instance, the VDT provider
(BeIISouth) was forced to allocate only six or seven channels to
each VIP, making it impossible for any to provide a service
comparable to the cable incumbent. Obviously, the analog channel
limitations and the process of allocating channel capacity
constitute " ... technological impediments ... [to] the deployment of
VDT platforms as competitive alternatives to cable systems."
NOI , ~ 53 (b) •

SNOI, ~ 55.
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arrangement will not provide the competitive spur to cable

companies.

III. RECOMMENDATIONS FOR PROMOTING COMPETITION IN THE VIDEO
MARKETPLACE.

SBC's views on what is needed to provide meaningful

competition for cable systems can be summarized as follows. 6

The Commission should not impose any restriction upon

video information providers affiliated with telephone companies

which differs in any way from the requirements imposed on cable

companies. Any such additional requirements will represent more

costs and administrative hurdles for the company before it can

justify the multi-billion dollar investment which broadband

infrastructure will require. Telephone company affiliates should

be able to choose to operate as a Title VI cable company,7 using

its telephone delivery system as the backbone, without being

required to provide capacity to unaffiliated providers.

Regulatory parity should always be the commission's goal.

V. CONCLUSION

This report could not be more timely, following United

States Senate approval of legislation that could eliminate most

of the barriers (legal and economic) to telephone company

provision of video services. The commission should reiterate to

6For a more complete explication of SBC's views of how the
FCC could improve the probability of competitive cable offerings,
please see the Initial Comments of SBC Communications filed in
CC Docket No. 87-266 on March 21, 1995 and its Reply Comments
filed there on April 12, 1995.

7With all the requirements imposed on a cable company.
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Congress that telephone companies must have the choice of whether

to be in the video business, and that if they exercise that

choice they may do so under a Title II or a Title VI model, at

their option. Only then will competition in video services be

fair, vigorous, and productive of real consumer benefit.

Respectfully submitted,

SBC Communications Inc.

By:I~~cJ~
~ert M. nch

Paula J. Fulks
175 E. Houston
Room 1212
San Antonio, Texas 78205
(210) 351-3424

June 30, 1995
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ATTACHMENT

IN THB UNrT!D STATBS DISTlIcr CO
PaR mE NOR11IERN DlSTllcr OP A-.._

DALLAS DIVISION

.-~~~--
SOUTRWISTIRH ULL I
CORPORATION, ell1., ,

I
PlliDdft'l, I

I Civil Acdaa No. 3:~'()193-D
W. I

I
UNrT!D STATBS OP AMBlUCA, I
et al., I

I
Dettetldlfttl. I

MEMORANDUM OPINION
ANQORDD

PIIladft'j Soudaw Bell Corpcndaa, SoudLw Bell VIdeo semca, Inc.,. ...

Soatlurestenl BIll Tel COIDpIIIJ brlna tbts a J..... ctecJadDI ~1

U.S.C. '533(11), a proviIion of tile Cable Coaununicatiaa. Policy Act oll984, Pub. L-

No. 91-549, 91 Stat. 2779, uncoutitutianIl, ud J'8Il1*IinIIA injUDCtion pennanendy

enjoininl itlenfoawment. Plaintifli cancend I 533(b). boIh 011 ill face IIld u applied,

vioIateI the Fint Am.dment, and that it abrid,. the equal pracecdaa priDcipl_ round ill die

Fifth Amend..... xw.dants are the United States of Amsica, the federal

CommUllicatkm Commiuiaa (WFCC-), and Janet ReDo, in her oftk:ia1 capteity u AfIIl1NfI

a..ru of the Uni... StaeeI.

ENIIMDOM:

TO f. tl Co P: R\UI
llANO 111



Plaindtli ... ftled I modaa for IUIII.-y j\ldpllnt. 'DetendIaIa have ftW a madaa

for judplent 011 die pJeIdInp or in the altenlltive tar summary judpleftt.J Slace the time

this 1aW1Uit.. iNti·.., II¥MI courtI hIYe applied inllnnldlata lCIUdny to bold 1,33(b)

1IDCOftIdmdaaal 011 PInt Amendment 1J'OUI'Cb. SII US W•. Ins· y, UnUM StatII, _

P.3d --' 19M WL 7&03'79 (9tb ar. DIe. 30, 19M),~ 855 P.Supp. 1114 (W.D.

w.....); pw;tftgNd' QrqyJ y. Unitwl_ _ P.3d --' 1994 WL 119063 (9tb ar.

DIe. 30, 1994) (........ decision ... 011 UJ W.)i awe... "'" PotpmF ToI·

Co. v, Unitld ,.... 42 P.3d III (4th eir, 1994),~ 130 .F.SUpp. 9C» (B.D. VL 1993);

Am'!riM' Coat. y, Unltld $"•• 867 P.Supp. 721 (N.D. ID. 1994); ancl JcnSqutb Pa· y.

Unl1wl '. 861 P.Supp. 1335 (N.D. Ala. 1994). 1\e1¥iclln1llry l'ICGI'Cl bel... ddI court

is not mas.riIIly dlfrerent ftoaa thole deIcribed ill tile opiDianI that hive dec1uId I 533(b)

UDGDIIItitutIaa It would add Utile tar dais caun to undertake 1ft ...... III nld\iaa .4·
11IM reIU1t. tJd1htaa ifttannedIuB lCI'IIIlny, the court holds that I 533(b) abrldpl plllDdtl'l'

Plr1t A...... rtabt to free speecIl becau.lt Is nat narrowly tIiIGred to lave the &aaJs to

which it i. dedicIeId. ~ nwve..... Pptpmac; Tel. CO" 42 P.3d at 202; US w.. _

F.3d It --' 1994 WL 160319, It ~.

AccardiDIlY, the court IIIDtI p,indfPJ' modmI far "IIUIIUJ jud...... aDd -

detenduats' m" for judam-t oa the pleldlnp or in the alternative for IUIDIIIIl)'

IPlaiatUra hi. 11Io ftIId obJ--. to ahlblta otf8red by defendants. ". court MId
not resolve thae objection., and they are therefore denied u moot.



judplent. By Juda-- ftJed today, the c:aun dIcIanII533(b) UftCCIIIdtutiou and

........, -.tams cIeIeftdutI from eafordq it apiut plaiDCift'J.:a

SOORDDD.

Jt1Ie ..... c:oma........ ConuniIIiaD INIOUDCId 011 Man:Ia 17. 1., that it wiD nat
enforce • 533(b)'s eMIl~ oampay c:raa-owaenblp NIIdcdon ..10M .y
teIepboDe~ tMt are p11ti1110 cu. in which the Pee baa.. enjoiDld from
entorcinJ , '33(1)>), and Ifty ...... compllliel opendnl in the Fourth and N'lftlh C1rca1C1,
reprd1ea whether a puty to Ifty auit.


